
3. 	 E X C E S S  REVENUE X 0.35 = 
AMOUNT O F  REVENUERETAINED 
BY HOSPITAL(ANDADDEDTOBASE)  

4 .  EXCESSREVENUE X 0.65 = 
AMOUNT OF REVENUEREFUNDEDTO 
T H I R DP A R T I E S  

C A S E  I F  H O S P I T A L S  I N P A T I E N TB :  A C T U A L  A N C I L L A R Y  
REVENUE IS LESS THANBUDGETEDINPATIENT 
ANCILLARY revenue THEN: 

1. BUDGETED MINUSREVENUE ACTUAL 

R E V E N U E  E Q U A L SD E F I C I T  REVENUE 


2 .  D E F I C I T  X 0.65 = AMOUNT P A I DT O  
H O S P I T A L  ONLY IF: 

A. ACTUAL HADADMISSIONS DECREASED 
LESS THAN 10% O F  BUDGETED AD-
M I S S I O N S ,a n d  I F  

B. ACTUAL L.O.S. D I D  NOTEXCEED 
BUDGETEDL.O.S .  O R  NATIONAL 
AVERAGEL.O.S.  

C .  	 I F  a d m i s s i o n s  HAD DECREASED BY 
MORE THAN 10% OF BUDGETTHEN 
T H ES E T T L E M E N Tb e c o m e sN E G O T I A B L E .  

3. OUTPATIENT volume a d j u s t m e n t  

Increased utilizationof outpatient care modalities as a 

direct substitutefor inpatient care is a major incentivein 


the program. The following adjustment (subject to application 

of the outpatient R.C.C . )  is designed to insure this incentive 

to hospitals and provides for each party to assume some risks 


f o r  outpatient volume(hospitals fora decrease in volume; 

Third Partiesfor an increase in volume). 
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A. 

B .  

C. 

ACTUAL REVENUEOUTPATIENT MINUS 
BUDGETEDOUTPATIENTREVENUE 
EQUALS EXCESS REVENUE 

EXCESSREVENUE X 0.60 = 
RETAINED BY H O S P I T A L( A N D  
TO BASE) 

EXCESS REVENUE X 0.40 

AMOUNT 
ADDED 

AMOUNT 
REFUNDED TO third P A R T I E S  

No ad jus tmen t  w i l l  b e  made t o  t h e  e x p e n s e  b a s e  when a c t u a l  

ou tpa t i en tr evenue  is belowbudgetrevenue. 

It  should be n o t e d  t h a t  t h e  P r o f e s s i o n a l  Component for d i r e c t  

p a t i e n t  care is  n o t  i n c l u d e d  i nt h eo u t p a t i e n t  a d j u s t m e n t s .  

E x h i b i t  C conta insexamples  of t h e  a p p l i c a t i o n  of theabove  

ad jus tmen t s .  

Thevolume cor r idoradjus tmentspayback  w i l l  b e  c a l c u l a t e d  i n  t h e  

fol lowing manner .  

1. 	 I n p a t i e n t  - Payback w i l l  bebased on t h er e l a t i o n s h i p  of  each 

t h i r d  p a r t y ' s  programdays t o  t o t a l  d a y s  f o r  t h e  

same f i s c a l  p e r i o d .  

2. O u t p a t i e n t  - Payback w i l l  bebased on t h er e l a t i o n s h i po fe a c h  

t h i r d  p a r t y ' s  b i l l e d  c h a r g e s  t o  t o t a l  b i l l e d  c h a r g e s  

for t h e  same f i s c a l  p e r i o d  

E x h i b i t  D c o n t a i n s  e x a m p l e  c a l c u l a t i o n s .  

T h i sa g r e e m e n ta p p l i e st o  a l l  t h r e e  y e a r s  of t h ee x p e r i m e n t .  
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N .  	 P a t i e n t  Mix Adjustment 

Where a h o s p i t a l  c a n  d e m o n s t r a t e  t h a t  a change i n  p a t i e n t  mix h a s  

occur red ,  i t  w i l l  b ee n t i t l e dt or e i m b u r s e m e n tt oc o v e rt h ee x p e n s e  

a s s o c i a t e dw i t ht h ec h a n g ei np a t i e n tm i x .  A h o s p i t a l  may r e q u e s t  

cons ide ra t ionof  a p a t i e n t  mixadjus tmentbasedonthefo l lowing:  

1) 	 The COLC Phase IV p a t i e n t  mix f o r m u l aw h i c hu s e sa c t u a lt oa c t u s 1  

comparisons (form CLC 61wi thappropr i a t eschedu les )sha l lbeusedto  

i d e n t i f y  a p o t e n t i a lp a t i e n t  mixproblem. 2) However, a comparison 

of budge ttoac tua lda taexpenses ,andrevenues  w i l l  b e  u s e d  t o  v a l i ­

d a t e  t h e  o c c u r r e n c e  

t a l  expenses .  3) 

4 )  There will be 

p a t i e n t  mix is t o  

t e n s i t y  o f  c a r e .  

0. I n c e n t i v e s  

of a change i n  p a t i e n t  mixandtheimpact on hosp i -

The f i n a ld o l l a ra d j u s t m e n t  w i l l  b en e g o t i a t e d .  

no a p p l i c a t i o no ft h i sa d j u s t m e n ti ft h ec h a n g ei n  

a mix of p a t i e n t s  r e q u i r i n g  a r e d u c e d  l e v e l  of  in -

Under t h i sc o n t r a c t ,t h eh o s p i t a la s s u m e sf u l lr e s p o n s i b i l i t yf o r  a l l  

r e s u l t i n g  l o s s e s  a n d  w i l l  r e t a i n  f u l l  1 0 0 %  b e n e f i t  o f  a l l  r e s u l t i n g  

ga ins .  

The use o fga ins  w i l l  b e  s u b j e c t  t o  t h e  d o l i a r  l i m i t a t i o n  of theprogram 

p l a n n i n g  p r o c e s s  o u t l i n e d  i n  E x h i b i t  A ,  as well as  a n y  o t h e r  l e g i s l a t e d  

p lanningprocess .  

A ga incanno tbeused  f o r  implementat ion of :  1) a medicalprogramsub­

j e c t  t o  t h e  d o l l a r  l i m i t a t i o n s  of t h ep l a n n i n gp r o c e s s ,b u tw h i c hh a s  

neverbeensubmit ted,  or 2) a programwhichhasreceived a p r i o r i t y  TI1 

i nt h ep r o g r a mp l a n n i n gp r o c e s s ,o r  3 )  e f f e c t i v eO c t o b e r  1, 1976and 

t h e r e a f t e r ,  a programwhichhasreceived a p r i o r i t y  I I ,  u n l e s ss a i dp r o ­
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gram is r e s u b m i t t e dt h r o u g ht h ep l a n n i n gp r o c e s sa n dr e c l a s s i f i e d  as a 


p r i o r i t y  I. Moreover ,proposedexpendi turesrea l izedf romgainswhich  


may n o tb es u b j e c tt or e v i e wb yt h ea p p r o p r i a t ep l a n n i n ga g e n c i e s ,y e t  


l e a d  t o  an inc reaseinongo ingexpenses ,wou ldbesub jec t  t o  t h e  same 


s c r u t i n y  a n d  p r o c e s s  o f  n e g o t i a t i o n s  i n  t h e  f o l l o w i n g  y e a r  as a n y  o t h e r  


proposedexpendi ture .  


P. Major ContingencyClause 

A major con t ingency  may be  r eques t ed  by  1) an i n d i v i d u a l  h o s p i t a l ,  

2) a group of h o s p i t a l s ,  or 3)  t h eT h i r dP a r t i e s .  A l l  majorcon t in ­ 


g e n c i e s  w i l l  b e  f i n a n c e d  t h r o u g h  a n y  a v a i l a b l e  r e s e r v e s  l e f t  i n  t h e  


MAXICAP a f t e r  h o s p i t a l  b u d g e t  n e g o t i a t i o n s  are completed,andany set­ 


tlements a s s o c i a t e d  w i t h  v o l u m e  c o r r i d o r  a d j u s t m e n t s  a re  concluded.  


However, i t  i s  p o s s i b l et h a tt h er e s e r v ef u n d s  may p roveinadequa te .  


I ns u c h  cases, ad jus tmen to fthe  MAXICAP wouldtakeplace ,providedthe  


condi t ionsout l inedunder"MajorContingency" are  s a t i s f i e d .D i s p u t e s  


as  t o  w h e t h e r  o r  n o t  a majorcont ingencyhas i n  f a c t  o c c u r r e d  w i l l  be 


r e s o l v e d  t h r o u g h  t h e  m e d i a t i o n  a n d  a r b i t r a t i o n  p r o c e s s  o u t l i n e d  i n  

L 

S e c t i o n  V. 

A MajorCont ingencyshal lbedef ined  as a n  e v e n t ( s )  t h a t  i s  no tab leand  

conspicuousandunforeseenandunpredic tab lebythepar ty  who i s  a d v e r s e l y  

a f f e c t e d .  A major c o n t i n g e n c yr e q u e s t  may i n c l u d ea n  item o r  group o f  

items. However, t heg roupof  items must a l l  b e  r e l a t e d  t o  a s i n g l en o t a ­

b l ea n dc o n s p i c u o u s ,u n f o r e s e e na n du n p r e d i c t a b l ee v e n t ;b u t ,e a c h  time 

i n  andofi t s e l fneedno tbeno tab leandconsp icuous .  Also, t a c h  item 

wi th inthegroupof  items mus tqua l i fyunde rtheo the r  c r i t e r i a  o f  t h i s  

d e f i n i t i o n .  
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t ies may r e f e r  t ot h ec o m p o n e n t so f  t h e  MAXICAP o r  i n d i v i d u a l  h o s p i t a l  

b u d g e tn e g o t i a t i o n s .A l t h o u g ht h ep a r t i e s  may look a t  i n d i v i d u a l  com­

ponents  i n  t h en e g o t i a t i o n s ,s u c hc o m p o n e n t ss h a l lo n l yb eu s e d  as a frame 

o f  r e f e r e n c e  a n d  n e i t h e r  p a r t y  s h a l l  b e  b o u n d  p r e c i s e l y  t o  w h a t  was nsgo­

t i a t e d / n o t  n e g o t i a t e d .  

It is n o t  t h e  in ten t  of t h i s  p r o v i s i o n  t o  p e r m i t  e i t h e r  p a r t y  t o  i n t r o d u c e  

i t e m ( s )f o ri n c l u s i o nw h i c hs h o u l dh a v eb e e nu n f o r e s e e nt h r o u g hp r u d e n t  

p r e p a r a t i o n  a n d  n e g o t i a t i o n  o f  b u d g e t a r y  d a t a .  

I n  f i l i n g  f o r  a major con t ingency ,  a h o s p i t a l / g r o u p  of h o s p i t a l s  m u s t  

d e m o n s t r a t et h a ta t t e m p t s  were made tominimizetheimpactofanevent  

th roughthe  u s e  of prudentpurchasingandmanagement.Also,  t h e  hosp i ­

t a l / g r o u p  of h o s p i t a l sm u s tp r o v i d et i m e l ya n da c c u r a t ed a t a  on why t h e  

i t e m ( s )  q u a l i f y  a s  a majorcont ingencyandbudget /actualrevenueandex­

p e n s e  d a t a .  

The a c t u a l  d o l l a r  a d j u s t m e n t  w i l l  b e  n e g o t i a b l e ,  a n d  a n y  g r a n t i n g  of a 

m a j o rc o n t i n g e n c ys h a l ln o tb er e l a t e dt o  a h o s p i t a l ’ sf i n a n c i a l  c o n d i ­

t i o n .  

Th i sp rocesssha l lbecomple t edwi th in  60 days  of t h e  o r i g i n a l  f i l i n g .  

Q. 	 Renego t i a t ionorAdjus tmen t  of t h e  MAXICAP 

Shouldthe  NAXICAP reservebeexceededand as a result  t h en e g o t i a t e d  

MAXICAP beexceededduetovolumecorr idoradjus tmentsandmajorcon­

t i n g e n c i e s  a s  p r e s c r i b e d  i n  S e c t i o n s  II - M ,  N ,  and P ,  a n yo ft h ep a r t i c s  

may r e q u e s t  a r e n e g o t i a t i o n  o r  a d j u s t m e n t  of  t h e  MAXICAP. 
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and   

. ­
7 .  	. 1 

. . . .  I ' 
. . .  , . 

&ce r e n e g o t i a t i o n  of t h e  MAXICAP has  been r e q u e s t e d ,t h ep a r t i e s  will 

f o l l o wt h ep r o c e s s  as o u t l i n e di nS e c t i o n  II< e n t i t l e d" S t a t e  CAP Corn-

I C .
mittee." qli ' 

R. 	 Amendment Pe r iod  

T h i s  amendment extendstheprogram beyond the periodendingSeptember 

30, 1979. 
=S. Cash Flow Adjustment 

To avoid  a majorcashse t t lementcaused  by any  of theprovis ionsout ­

i n  p r o g r a m ,i n t e r i m  c a n  t ol i n e dt h i s  a n  a d j u s t m e n t  b e  made p r i o r  

y e a r - e n dr e c o n c i l i a t i o ns u b j e c tt on e g o t i a t i o n s .  as t o  what t h es p e c i f i c  

adjustmentshouldbe(upward dr downward), 

T. P o l i c yA d m i n i s t r a t i o n  

A Po l i cyAdmin i s t r a t ion  Committee composedof r e p r e s e n t a t i v e s  from Blue 

of t h e  Hosp i t a lCross Rhode I s l a n d ,S t a t e  Budget Of f i ce ,the  


A s s o c i a t i o n  of%ode I s l a n d  will be e s t a b l i s h e df o rt h ep u r p o s e  of over­


s e e i n gi n t e r p r e t i n g 
a n d  t h e  P r o s p e c t i v ep r o v i s i o n  of t h i s  R a t i n g  

Experiment , 

Cost  ProgramU. 	 Federal  Control  

The p a r t i e s  are i na g r e e m e n tt h a ts h o u l df e d e r a ll e g i s l a t i o n  bepassed 

t h a t  would h a v e  t h ee f f e c t  of imposing cost c o n t r o l s  on h o s p i t a l s ,t h e  

p a r t i e s  will m e e t  to assess t h e  impact of s u c hc o n t r o l s ,  and tomutua l ly  

dec idewhe the rcon t inua t ion  of t h i sc o n t r a c t  is f e a s i b l e .  

andV. Media t ion  Arb i t r a t ion  

1. 	 To as su reequ i tyandprov ide  a method f o r. r e s o l v i n gt h e  MAXICAP and 

MAXICAP r e l a t e dI s s u e s ,t h ef o l l o w i n ga p p e a l sp r o c e s sh a s  been 

e s t a b l i s h e d  : 



anda .  	 Negot ia t ions  Media t ion  

P a r t i e s  w i l l  n e g o t i a t e  u n t i l  o n e  p a r t y  o r  b o t h  p a r t i e s  c a l l  f o r  

b r e a k i n g  o f f  o f  n e g o t i a t i o n s  a n d  m e d i a t i o n  i s  r e q u e s t e d .  

The two l a s t  b e s t  o f f e r s  of t h e  p a r t i e s  w i l l  b e  s u b m i t t e d ,  i n  w r i t i n g ,  
.. 

a t  a n e g o t i a t i n g  s e s s i o n .  

- Bottom-line on t h e  MAXICAP percentage .  

-	 R e s p e c t i v ep o s i t i o n so no t h e r  MAXICAP i s s u e s .  

Examplesofsuchissues  are 1 )i n t e r p r e t a t i o n  of thevolume 

9 	 c o r r i d o r s ,  2) t h ee x p e n s eb a s ed e t e r m i n i n gt h ed o l l a r si n  

t h e  MAXICAP, 3) i n c l u s i o no fm a l p r a c t i c eo rP r o f e s s i o n a l  

StandardReviewOrganizat ionexpensesunderthe MAXICAP c e i l i n g .  

If t h en e g o t i a t o r sc a n n o tr e s o l v et h ed i f f e r e n c ei nt h el a s t  b e s t  

o f f e r s  a t  t h es e s s i o ni nw h i c ht h e y  a re  e x c h a n g e d ,  t h e  l a s t  b e s t  

o f f e r s  as  p resen ted  w i l l  b e  r e f e r r e d  t o  m e d i a t i o n .  

Themediat ionpanel  w i l l  haveonemeet ing only t o  r e s o l v e  t h e  d i f ­

f e r e n c e  i n  t h e  p o s i t i o n s .  

Med ia to r shavethe  op t ion  of c h o o s i n g  e i t h e r  p o s i t i o n  o r  deve loping  

a t h i r d  or compromise p o s i t i o n .  

media t ion  w i l l  n o tb eb i n d i n g .E i t h e rt h eT h i r dP a r t i e sc o l l e c ­

t i v e l y  may complywi ththe  med ia to r s 'dec i s ion  or d i sag reeandop t  

for  a r b i t r a t i o n .  

b .Mediat ion Ground R u l e s  

T h em e d i a t i o np a n e ls h a l lc o n s i s t  of o n e  h o s p i t a l  a d m i n i s t r a t o r ,  one 

member o ft h e  H A R I  e x e c u t i v es t r u c t u r e ,f o u rh o s p i t a l  t r u s t e e s  ( n o n  

- 47 -



. '  . 


employee ) ,t h ree  members of t heBlue  Cross Board,one member of 

t h e  B l u e  Cross e x e c u t i v e  s t a f f  a n d  two h i g h  l e v e l  S t a t e  o f f i c i a l s  

appoin tedbytheGovernor .  No member o fthemed ia t ionpane l  may 

h a v e  p a r t i c i p a t e d  i n  t h e  n e g o t i a t i n g  p r o c e s s .  
z 


P a r t i c i p a t i o n  of n e g o t i a t o r s  as p r e s e n t o r s  w i l l  be  a t  t h e  d i s c r e t i o n  

o f  t h e  m e d i a t i o n  p a n e l .  

The m e d i a t i o n  p a n e l  c a n n o t  r e f e r  t h e  i s s u e s ( s )  b a c k  t o  n e g o t i a t i o n s .  

2.  To a s s u r ee q u i t y  andprovide a method f o rr e s o l v i n gi s s u e s ,p a r t i ­

c u l a r l y  i n d i v i d u a l  h o s p i t a l  b u d g e t s  b u t  e x c l u d i n g  t h e  maxicap and maxicap 

r e l a t e d  i s s u e s ,  t h e  f o l l o w i n g  a p p e a l s  p r o c e s s  h a s  b e e n  e s t a b l i s h e d :  

a. 	 Nego t i a  t ion and Fled ia  t ion  

P a r t i e s  w i l l  n e g o t i a t e  u n t i l  o n e  p a r t y  o r  b o t h  p a r t i e s  c a l l  f o r  

b reak ing  o f f  of n e g o t i a t i o n s  a n d  a s k  f o r  m e d i a t i o n .  

The l a s t  two b e s t  o f f e r s  o f  t h e  p a r t i e s  w i l l  be  s u b m i t t e d ,  i n  w r i t i n g ,  

a t  t h e  l a s t  n e g o t i a t i n g  s e s s i o n .  

- Bottom-line on t h eh o s p i t a l ' sb u d g e te x p r e s s e di nd o l l a r s .  

-	 R e s p e c t i v ep o s i t i o n s  on o t h e rr e l a t e d  issues ,  i n c l u d i n gt h e  

base .  

I f  t h e  n e g o t i a t o r s  c a n n o t  r e s o l v e  t h e  d i f f e r e n c e  i n  t h e  l a s t  b e s t  

o f f e r s  a t  t h es e s s i o ni n  w h i c h  t h e ya r ee x c h a n g e d ,  t h e  l a s t  b e s t  

o f f e r s  as p r e s e n t e d  w i l l  b er e f e r r e dt om e d i a t i o n .  

The media t ionpanel  w i l l  haveonemee t ingon lytoreso lvethe  

d i f f e r e n c e  i n  t h e  p o s i t i o n s .  
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M e d i a t o r s  h a v e  t h e  o p t i o n  o f  c h o o s i n g  e i t h e r  p o s i t i o n  o r  d e v e l o p i n g  

a t h i r d  o r  compromisepos i t ion .  

Mediat ion w i l l  n o tb eb i n d i n g .E i t h e rt h eT h i r dP a r t i e sc o l l e c ­

t i v e l y  o r  t h e  h o s p i t a l  may complywi ththe  med ia to r s 'dec i s ion  or 

d i s a g r e e  a n d  o p t  f o r  a r b i t r a t i o n .  s 

b. 	 Mediat ion Ground Rules  

Themediat ionpanel  for  e a c h  h o s p i t a l  s h a l l  c o n s i s t  o f  s i x  repre­

s e n t a t i v e s  a p p o i n t e d  b y  H . A . R . I .  ( c o n s i s t i n g  o f  n o t  morethanthree 

t r u s t e e  members f r o m  t h e  a f f e c t e d  h o s p i t a l  a n d  t h r e e  o t h e r  members 

f romwi th intheboundar i e s  of t h e  S ta te  of Rhode I s l a n d ) ,  f o u r  from 

BlueCross ,and two h i g h  l e v e l  S t a t e  o f f i c i a l s  a p p o i n t e d  by t h e  

Governor. No member o fthemed ia t ionpane l  may h a v ep a r t i c i p a t e d  

i n  t h e  n e g o t i a t i n g  p r o c e s s  o f  t h e  h o s p i t a l  b e i n g  m e d i a t e d .  

Each p a r t y  s h a l l  h a v e  t h e  o p p o r t u n i t y  t o  make o n e  p r e s e n t a t i o n  t o  

t h em e d i a t i o np a n e l .A d d i t i o n a lp r e s e n t a t i o n sa n dp a r t i c i p a t i o n  

s h a l l  b e  a t  t h e  m e d i a t i o n  p a n e l ' s  d i s c r e t i o n .  

The med ia  t ion  p a n e lc a n n o tr e f e rt h ei s s u e ( s )b a c kt on e g o t i a t i o n s .  

Themediation p r o c e s s  f o r  a n  i n d i v i d u a l  h o s p i t a l  w i l l  beginno 

la te r  than  60 d a y s  f r o m  t h e  d a t e  o f  t h a t  h o s p i t a l ' s  i n i t i a l  b u d g e t  

submission,and w i l l  be concludedwi th in  75 daysofbudgetsubmission.  

3. 	 A r b i t r a t i o n  

F o rb o t hm e d i a t i o np r o c e s s e s ,i ft h em e d i a t o r s  are unab letoag ree  

on a compromisepos i t ion ,  o r  t h e r e  is a disagreementbetween t h e  t h i r d  

p a r t i e s  c o l l e c t i v e l y  o r  t h e  h o s p i t a l s  c o l l e c t i v e l y  f o r  t h e  maxicap o r  

t h e  i n d i v i d u a l  h o s p i t a l  f o r  i t s  budget  on themediators 'compromise 
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p o s i t i o n ,  t h e n  no p o s i t i o n  of t h em e d i a t o r s  w i l l  b e  s u b m i t t e d  t o  

a r b i t r a t i o n .  

T h e  a r b i t r a t o r s  m u s t  chooseoneofthe l a s t  b e s t  w r i t t e n  o f f e r s  

s u b m i t t e d  t o  m e d i a t i o n .  

The p a r t i e s  a g r e e  t o  u s e  theAmer icanArb i t r a t ionAssoc ia t ion  (AAA) 

for a l l  a p p e a l s .  Using l ists  providedbythe AAA, t h eS t a t ea n d  

Blue Cross  w i l l  j o i n t l y  s e l e c t  one member, t h e  h o s p i t a l s  a second 

member andthese two members w i l l  j o i n t l y  s e l e c t  a t h i r d  member. 

The d e c i s i o n  of t h e  a r b i t r a t o r s  s h a l l  b e  b i n d i n g  on a l l  p a r t i e s ,  

a n dt h ea w a r ds h a l lb ee n f o r c e a b l eb ya p p r o p r i a t el e g a lp r o c e e d i n g s .  

I f  d u r i n g  t h e  m e d i a t i o n / a r b i t r a t i o n  p r o c e s s  a n  issue i nq u e s t i o n  cnn­

n o t  b e  c l e a r l y  d e a l t  w i t h  g i v e n  t h e  c o n t r a c t u a l  a g r e e m e n t s  a s  ex­

p r e s s e d  i n  t h i s  document ,Sect ion I V  of t h er e v i s e dP r o t o c o ld e s c r i b i n g  

t h i s  program w i l l  s e r v e  as  t h e  o f f i c i a l  r e f e r e n c e  f o r  f h a 1  i n t e r p r e ­

t a t i o n .  

. 
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